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Chapter DFI-Sec 6
FRAUDULENT PRACTICES

DFI-Sec6.01  Application of proceeds. DFI-Sec 6.03 Securities transfers.
DFI-Sec 6.02  Stock distributions. DFI-Sec 6.05 Going private transactions.

Note: Renumbered from SEE, Registey Decemberl977 Chapter SEC 6 was  rities exchange act of 1934, and which, on the date oihitial
renumberedthapteiDFI-Sec 6 under s. 13.93 (2m) (b) 1., St&sgistey December  qfar notice or solicitation relating to the proposed transaction
1996,No. 492 y L ; '

areheld of record by 100 or more persons in this state, wiioh
DFI-Sec 6.01 Application of proceeds.  An issuerof ~ ber of holders constitutes 20% or more of the tatiahber of hole

securitiesor any person who is anfiger, director or controlling €rsof record of the securities, or anyilafted person of the issuer
personof the issuer is deemed to employ a “device, scheme-or dgideemed to emplow “device, scheme or artifice to defraud”
fice to defraud” thepurchasers of the securities within the mearholdersof the securities within the meaning of561.501 (1)

ing of .551.501 (1) Stats., if the person applies or authorizes Stats.or to engagé an “act, practice or course of business which
causedo be applied any material parttbe proceeds from the saleoperatesor would operate as a fraud or deceit” upon the holders,
of the securities ianymaterial way contrary to the purposes speavithin the meaning of £51.501 (3)Stats., if the issuer or person
ified in the prospectus used in théeoihg of the securities and not entersinto any transaction (including series of transactions) in
reasonablyelated tahe business of the issuer as described in tkigs state involving a purchase of any equity security of the issuer
prospectus. otherthan an arng length purchase by a perswi afiliated with

5 Histokgy: 19%5 R,\fgiséfgé %eieTb§{1C9£%é N(§’7-716863 1_—1—78; am.FE)et_;igt(t)eCi,8 theissuerwhich transaction has, or may have, either of teesf
ecembper, , NO. en. 1-1-81; — [ am. eglster ecembper H .
No. 636 off. 1-1-00., describedn sub.(2) unless:

() 1. The terms of the transaction, including compensttion
DFI-Sec 6.02 Stock distributions. A personauthe  theequity securities to be purchased, arettaall holders of the
rizing or causing the distribution of securities as a stiieklend securitiesThe terms of the transaction shall be presumed to be fair
by acorporation other than the isspeithout registration of the if:
securitiesunder ch551, Stats., or the securities act of 1933, is 5 The compensation is no less than that independently rec
deemedo employ a "device, schene artifice to defraud” the ommendedby 2 qualified, independent appraisers after reason
purchasersf the securities ibroker-dealer transactions, withingp|einvestigation considering attlevant factors, and the issier
the meaning of s551.501 (1) Stats., if: ~ boardof directors states that the compensation is fair to security
(1) Theissuer of the securities wagjanizedor the securities holdersand was determined in good faith;
wereacquired for the purpose of the distribution ocdamnection b. The latest public &ring ofthe securities occurred more

therewith,either by the distributing corporation or by any persof, : : S
: 2 an 10 years prior to the transaction, or the compensation is
in control of, controlled by or under common control with, thegreaterthan the public déring price:

distributing corporation; or 0 " "
(2) Theissuer hasominal assets or income at the time of the ¢. More than 50% ofhe securities held by persons ndiliaf

distribution; and if the person has reasmnbelieve that the dis atedWith the issuer approve the transaction; and
tribution will be followed by transactions in the securitifeeted d. Disclosure materials are distributed to all holderthef
throughbroker—dealers. securitiescontaining the disclosures meeting the requireniants

History: Cr. Registey December1969, No. 168ef. 1-1-70; amRegister, rule 13e—3 under the securities exchange act of 1934 and schedule
August, 1972,No. 20Q eff. 9-1-72; amRegister December1980, No. 300eff.
1-1-81;corrections made under s. 13.93 (2m) (b) 1., Statgjster December 13Eunder that rule.

1996,No. 492 CR 08-077 am. (intro.) Register December 2008 No. 63@ff. 2. The failure to meet one or more of the conditions in subd.
1-1-09 1 shall not create a presumptiags to the fairness or unfairness of
the transaction.

DFI-Sec 6.03 Securities transfers.  An issuer of out ) ) )
standingsecurities registered unde561.3030r551.304 Stats., _ (P) The issuer or person mails or delivers to each holder of
or transactions in which are exempted from registration undefr@cordof the securities and files with the division, at least 20 days
DFI-Sec2.02 (9) (o) or any controlling person of the issuisr Prior to anypurchase or shareholder vote authorizing the purchase
deemed to employ a “device, scheoreartifice to defraud” the (if required), a complete and accurate description of the transac
purchasers)f the securities within the meaning 06581.501 (1’) tion, lnclydlng, without I|m|tat|0nthe Identlty of the partles to the
Stats. jf the issuer fails to provide adequate facilities for the tranfansactionthe source and amount of funds, thepose of the
fer anddelivery of the securities to the purchasers thereof withdii@nsactionany material plans or proposals_ concerning Fhe issuer
unreasonabléelay either directly or through its transfer agent fofny contracts, arrangements or understandiaglving the issuer
the securities. with respect to its equity securities, a stateneénbe intentions
History: Cr. Register August, 1972, No. 20@f. 9-1-72; amRegisterDecem  Of all affiliated persons (if known), current financial information
2?{‘%?]8_9'09'\‘0 300eff. 1-1-81;,CR 08-077 am.Register December 2008 No. 636 concerninghe issuer including pro forma data showing tife(mf
' : of the transaction, federal tax consequences of the transaction to
DFI-Sec 6.04 Broker—dealer activities. History: Cr. RegisterDecember ~ Securityholders and the issyehe nature of the market for the
/1A969J\t101-917628 ﬁ“- 12-367%: rgenilrfi-zf.roﬁriﬂSQECi%03DtO bemeE?lSQgg aﬁd%f%i)st;n securitiesbefore and after the transaction, the price at which pur
e 0. 2, ‘ot chasesuil be made and thasis therefosummaries in reason
ter December 2008 No. 63@ff. 1-1-09. abledetail of all appraisal reports or opinions (including any con
trary or additional to those relied upon) and a statement that copies
DFI-Sec 6.05 Going private transactions. (1) An  of the reports or opinions will be provided upon request, a state
issuerwhose equity securities of any class have been registensentof all projected expenses in connection with the transaction,
underch.551, Stats., or predecesdaws or section 12 of the secu andall other material information;
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(c) If the transaction includes a tendeeobr request or invita (a) Causing a class of equity securities of the issuer sulbe
tion for tenders, the &ror shall: ject to delisting from a national securities exchange registered

1. Permit tenders to be withdrawn at any time within 7 dagglderthe securities exchange @ft1934, or cease to be autho
and after 60 days from the date of thieof r|zeg to be q_uoteoll in N’?‘SDAQ’ or fthe i beelii
2. Purchase om pro rata basis those securities tender%q( ) Causinga class of equity securities of the issuer to be-eligi

within 10 daysrom the date of the f&fr, if more valid tenders are re?qu?rrertneermg]uﬁjoenr t?]fersegésd::ﬁiggnéx?:;]:#gsgteag?lgp 18%%3:“%
receivedwithin that period than thefferor has agreed to accept;p, 551, Stats.

and (3) In this section, “dfliated” refers to persons who are part

3. Purchase on substantiaitientical terms and for identical ners, officers or directors of the issuer (or persons occupying a
compensatiotirom all validly tendering security holders; similar status or performing simildanctions), or directly or ineli
(d) Security holdersf the class not éifiated with the issuer rectlyin control of, controlled byor under common control with,

shallbe treated not less favorably in connectidth the transac the issuer Control may be presumed by ownership of, or the
tion than any who are soféited; and powerto vote, more than 5% of the outstanding voting securities

. . . of the issuer (either alone or pursuant to an arrangemantier
(e) The division does not disallow theansaction by order standingwith one or more other persons).

Withi_ﬂ 15 days of the ﬁ”ng_ Of_the description of the transe_tction History: Emeg. ct eff. 11-4-75; Cr Registey February 1976, No. 242eff.
requiredby par(b), upon a finding that the transaction constitute$-1-76;am. (1) (intro.) and (e) and (2) (intraRegistey Decemberl977, No. 264
a device, scheme or artifice to defraud or tends to operate ﬁ%{;)lfgngmg %{)g'“;g-ﬁg%‘sfg ds‘zggg‘igg}l%ge’;‘nobeﬁ%% 1,%;1‘37086%?
fraud or deceit upon holders of the securities, or would so oper é—smm_ (2) (intro.)Registey December1983, No. 336ef. 1-1-84; am. (1) (a)
(2) Theprovisions of sub(1) apply to a transaction or series(zéﬁgdbg”(f)rg; f‘g‘n‘f:n%_'Sl‘?g?ggigb;ggggtg}%ggf,ﬁfgeﬁggfmge_qlggg?
of transactions which has, or may have tlectsf in par(@) or(b),  1-1-92;correction in (2) (intro.made under s. 13.93 (2m) (b) 4., StRegister,
unlessthe transaction meets the requirement of rule 13e-3 (g) %emberlgw, No. 468reprinted to restore dropped copy(2) (intro), Register,

o ober,1995, No. 478CR 08-077 am. (1) (intro.) Register December 2008 No.
underthe securities exchange act of 1934. 636, eff. 1-1-09.
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